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SUBJECT: YX (7X7) PROJECT 

REE: A. TOKYO 18034 (12/19/75), B. TOKYO 17627 (12/11/75) 

1 . A MAJOR STEP FORWARD WAS TAKEN RECENTLY IN TOKYO TOWARD 
JOINT INTERNATIONAL DEVELOPMENT OF YX (7X7) WITH UNDERSTANDING 
REACHED BETWEEN BOEING AND CTDC (CIVIL TRANSPORT DEVELOPMENT 
CORPORATION OF JAPAN) ON "BUSINESS ARRANGEMENTS" FOR JOINT UNDER- 
TAKING. 

THIS UNDERSTANDING WILL BE REFERRED TO JAPAN'S AIRCRAFT INDUSTRY 
COUNCIL ON AUGUST 24 AND, IF APPROVED, AN AGREEMENT WILL BE SIGNED 
BETWEEN TWO SIDES. UNDER THE AGREEMENT, A TRIPARTITE DEVELOPMENT 
PROJECT (JAPAN, U.S. AND ITALY) WILL BE STARTED AND, IF ALL GOES WELL 

MANUFACTURE OF THE PROTOTYPE MODEL MAY BE STARTED IN OCTOBER, 1977. 

2. MAIN POINTS OF "BUSINESS ARRANGEMENTS" CALL EOR (1) REDUCING 
JAPAN'S SHARE OF DEVELOPMENT COST FROM ABOUT 30 PERCENT AS ORIGINALLY 
SCHEDULED TO ABOUT 20 PERCENT, THE LEVEL ABOUT EQUAL TO ITALY'S. 

THE U.S. SHARE WILL CONSEQUENTLY BE ABOUT 60 PERCENT; (2) ASSIGNING 
MAIN RESPONSIBILITY FOR DEVELOPMENT TO A NEW ORGANIZATION 
RATHER THAN A DIVISION OF BOEING AND MAKING IT OBLIGATORY 
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DECISION INCLUDING THAT ON MODEL SPECIFICATONS. 

3 ON THE CONTROVERISAL QUESTIONOE EQUIVALENCY ADJUSTMENT, 
AGREEMENT WAS REACHED UNDER WHICH CTDC WILL PAY THE COST OE 
TECHNICAL INEORMATION (TO BE SUPPLIED BY BOEING) AND A 
PORTION OP THE PROCEEDINGS PROM THE SALE OP NEW MODELS 
WILL BE USED TO PAY FOR (BOEING'S) MARKETING EXPERTISE. 

4. DESPITE THE AGREEMENT, WHICH HAS BEEN PINALLY REACHED 
ALTER MONTHS OP HARD NEGOTIATIONS, THERE ARE STILL SOME 
UNCERTAINTIES AND DIPPICULTIES THAT MUST BE SURMOUNTED 
BEFORE THIS "ENGAGEMENT" CAN LEAD TO "MARRIAGE AND CHILDBIRTH ", 
ACCORDING TO AN ASAHI COMMENTATOR. ONE IS WHETHER THE 
MINISTRY OP PINANCE IN JAPAN WILL READILY APPROVE A BUDGET POR 
YX DEVELOPMENT, WHEN ANNUAL BUDGETS ARE CERTAIN TO INCREASE 
IN SUCCEEDING YEARS. ONLY 16 

MILLION YEN HAS BEEN APPROPRIATED 

POR YX DEVELOPMENT IN FISCAL 1976 BECAUSE THE PISCAL 1975 
APPROPRIATION AMOUNTING TO 2,100 MILLION YEN HAD BEEN LEFT 
UNSPENT. JAPAN'S AIRCRAFT INDUSTRY NOW PROPOSES THAT THE 
PISCAL 1977 BUDGET FOR YX DEVELOPMENT BE MORE THAN 10 BILLION 
YEN. THERE IS ALSO UNCERTAINLY ABOUT WHETHER MANUPACTURE 
OP A PROTOTYPE MODEL CAN REALLT BE STARTED IN THE FALL OF 
1977. THE AIRCRAFT INDUSTRY IS STILL EXPERIENCING BUSINESS 
SLUMP AND YET IT NEEDS ADVANCE ORDERS POR AT LEAST ONE HUNDRED 
PLANES PRIOR TO STARTING HARDWARE PROTOTYPE PRODUCTION. 

5. BOEING VICE PRESIDENT IN CHARGE OP YX NEGOTIATIONS 
IS REPORTED TO HAVE SAID YHAT SEVERALMAJOR OBSTACLES 
MUST BE RESOLVED BEPORE DEVELOPMENT CAN PROCEED. HE 
DID NOT ENUMERATE. ON OTHER HAND, A SOURCE AT NATIONAL 
AERONATUTICAL LAB INFORMED EMBOPP THAT ABOUT 100 JAPANESE 
ENGINEERS ARE PREPARING TO LEAVE POR SEATTLE TO BEGIN 
TRAINING POR THEIR ULTIMATE PARTICIPATION IN PROJECT. 

6. ANOTHER INDICATION THAT CTDC AND BOEING FEEL CERTAIN 
ENOUGH THAT PROBLEMS WILL BE RESOLVED IS POUND IN A TRADE 
PRESS REPORT THAT CTDC HAS BEGUN MAKING PROVISIONAL 
CONTRACTS WITH JAPANESE AIRFRAME MANUFACTURERS, AWARDING 
THEM SPECIFIC TASKS PRIOR TO JOINT DEVELOPMENT IN ORDER 
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FUJI HEAVY INDUSTRIES- PREPARATION EOR EAIL-SAEE TESTS ON 
HORIZONTAL STABILIZER PANELS. 

KAWASAKI HEAVY INDUSTRIES- EATIGUE TESTS ON EUSELACE OUTER 
SKIN STRINGER CONNECTIONS. 

SHINMEIWA INDUSTRY-DEVELOPMENT TESTS ON CABIN AIR DIEEUSERS. 
NIHON HIKOKI-DEVELOPMENT TESTS ON AIR-COOLED INSTRUMENT PANELS. 
CONTRACTS ARE STILL TO BE AWARDED EOR DESIGN STUDIES ON CARGO 
HEATING AND ECS ENVIRONMENTAL CONTROL SYSTEMS. BOEING IS 
SAID TO HAVE ASKED CTDC TO UNDERTAKE SIX MORE ADDITIONAL TASKS 
BUT NEGOTIATIONS ON THESE ARE NOT YET COMPLETE. 

SHOESMITH 
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